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- The Iranien Goverment is flndihg it increasingly‘difPlcult to

-adhere firmly to its pro-Western policy. In aligning itself with the

West, Iran had hoped to receive aid comparable to that given Greece
and Turkey. Having failed to receive such aid, the Iranisns ars
skeptical of Western intentions and juestion the wisdom of maintain-
ing their pro-Western alignment. They are, instead, inclined to
listen to the "friendly" Soviet protestations which characterize the
current attitude of the USSR toward Iran. This attitude is manifest
in.the Soviet release of captured Iranian scldiers and in ths wish
to negotiate such Important matters as a trade agreement, f{rontier
disputes, and the return of Iranian rold and dollars held in Mozcow.
The USSR thus appsars eager to make arrangements which would sharply
point up Soviet willingness to help Iren, 4nd the Iranians feel that

4 suitable response to the Soviet approach may lessen the likelihood

of direct intervention by the USSR.

Prime Mirlster Razmara, who strongly favors allgnmanx with ﬁh&

West, is faced with a dilemma. He is keenly aware of the dangers i

volved in dealing with the USSR and doubtless realizes that current
Soviet "friendliness" may be little more than & blind to ocbscure
the raal designe of the USSH, particularsy since Soviet madio -
propaganda continues {o atiack the Shah and the govermment, calls on
the Kurds and the Azerbaljanis to revelt, and encourages the illegal
Tudeh Party. Nevertheless, in the absence of prompt and adeguate US
aid, Razmara fears that if he fails to consider the Soviet proposals,
popular dissatisfaction and sconomic distress m&y male his positicm "
untenable. (o , S
4lthough Razmara is undoubtedly the man most compstent to deal
with Irants bagic problems, he has been able to make only limited
progress since sssuming the premiership in June in halting the gen-
eral economic decline which began in Iran at the end of World War II.

Not@:"Tﬁia paper was undertaken in response to an NSRB request for
' & concise reappraisals of the highlights of the current situa-
tion in Iran.

It has not been coordinated with the intelligence organizationg
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Iran arvears to have the resources necessary to put its house in ordey,

but a succession of veal governments and a pervasive sense of frustration
in the country at large have effectively militsbed against recovery.

Today Irants financial rmcans are insufficlent to cover both the normal v

budget and the sorely needed cconomic and social irprovements provided for

in the $650-million Scven Year Development Progran. :

v Ragrora has been unable to obtain more favorable terms {ron the Ay Lo
Iranian 0il Corpany in refard to the supplementary agreenent negobiated in
1649 and hence is umwiilling to present the agreenent for pariiamentary
retification, although ratification would greatly incrcase fereisn
exchanre available to Iran. le has made drastic changes in the Seven Year
Plan Organization which will further delay implementation of the development
procran, Consideration of an Import-ixport Bank loan of 25 millicn and a
S-sponsored International Bank loan of 7-15 million is being held up by
convertibility probleis relating to amortization and interest paymenis.

I’eanvhile, there are serious signs of wealmess in the Iranian econony:
stagnant industry and trade; pgrowing uncrployment; a heavily unfavorcsble
balance of trade; and increasinsly unfavoreble bolance of payments.
Althouch these ills are not easily cured, steps to implerent the cconoriic
development progran should in tine alleviate cach one of them, Vith
prompt foreign assistance, progress on the development program will proceed,
“without assistance, Iian's econoriic difficulties will grow in megnitude,
Anternal instability will increase, and thc opportunities for Soviet '
exploitetion will multiply. If the Razmara Cabinet should fall, the nen
government would alrmost certainly be less capable of dealing with internal
problens and less able to resist Soviet pressure.
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